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LOUISIANA BOARD OF REGENTS 
  FOR HIGHER EDUCATION 
STATE OF LOUISIANA 
Baton Rouge, Louisiana 
 
As required by Louisiana Revised Statute 24:513, we conducted certain procedures at the 
Louisiana Board of Regents for Higher Education.  Our procedures included (1) a review of the 
board's internal controls; (2) tests of financial transactions for the period July 1, 2003, through 
April 4, 2005; and (3) tests of adherence to applicable laws, regulations, policies, and procedures 
governing financial activities for the period July 1, 2003, through April 4, 2005.  Our procedures 
were more limited than would be necessary to give an opinion on internal control and on 
compliance with laws, regulations, policies, and procedures governing financial activities. 
 
Specifically, we interviewed management personnel and selected board personnel and evaluated 
selected documents, files, reports, systems, procedures, and policies, as we considered necessary.  
After analyzing the data, we developed a recommendation for improvement.  We then discussed 
our finding and recommendation with appropriate management personnel before submitting this 
written report. 
 
The Annual Fiscal Report of the Louisiana Board of Regents for Higher Education was not 
audited or reviewed by us, and, accordingly, we do not express an opinion on that report.  The 
board's accounts are an integral part of the State of Louisiana's financial statements, upon which 
the Louisiana Legislative Auditor expresses opinions.  While we did not perform an audit in 
accordance with Government Auditing Standards, issued by the Comptroller General of the 
United States, we did perform certain procedures related to compliance with federal laws and 
regulations in accordance with those standards.  Our finding related to federal compliance testing 
is included in this procedural report and will be included in the Single Audit Report for the State 
of Louisiana. 
 
Based on the application of the procedures referred to previously, all significant findings are 
included in this report for management's consideration. 
 

Noncompliance With Subrecipient Monitoring Requirement 
 
The Louisiana Board of Regents for Higher Education (board) did not comply with the 
Office of Management and Budget (OMB) Circular A-133 compliance requirement for 
subrecipient monitoring.  OMB Circular A-133 requires the pass-through entity to 
monitor subrecipients during the award to ensure compliance with applicable federal laws 
and regulations.  OMB A-133 also states that the pass through entity is required to 
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(1) ensure that a subrecipient has met the audit requirements of OMB A-133; (2) issue a 
management decision on any findings for the subrecipient; and (3) follow up on the 
subrecipient’s corrective actions.   
 
Inquiries of management and a review of the board’s financial statements revealed that it 
has not implemented procedures to review subrecipient audit reports and assess the 
impact of the subrecipient activities on the board’s compliance with laws and regulations.  
The board does not have documentation to support that the fiscal year 2003 subrecipient 
audit reports have been reviewed as of January 21, 2005.  In addition, the board’s staff 
does not perform site visits or obtain supporting documentation for the invoices 
submitted by the subrecipients.  Without supporting documentation or site visits to 
periodically check documentation controls, the board does not have the ability to verify 
that costs are allowable before payment is made to the subrecipient during the award 
period. 
 
The board lacks a centralized monitoring function to organize and supervise monitoring 
activities and to ensure subrecipient compliance with federal laws and regulations.  Until 
October 2004, there were no formal written procedures for monitoring subrecipients.  In 
response to a finding from the National Science Foundation in April 2004, the board 
developed written procedures that became effective in October 2004.  However, as of 
January 21, 2005, those procedures have not been implemented. 
 
Failure to adequately monitor subrecipients impairs the ability to evaluate the impact of 
subrecipient activities on overall compliance with laws and regulations.  Costs incurred 
by a subrecipient that have not been appropriately monitored are at increased risk of 
being treated as disallowed costs by the federal grantors.  For each of the two years 
ending June 30, 2003 and 2004, the board passed through 90% of its federal funds to 
subrecipients.  During the 2004 fiscal year, the board passed through a total of $643,450 
to seven nonstate subrecipients and $5,339,328 to 18 state subrecipients.   
 
The board should develop a centralized monitoring function to organize and supervise 
subrecipient monitoring activities.  In addition, the board should immediately implement 
its new subrecipient monitoring policies and procedures that include reviewing the 
subrecipient audit reports and performing site visits.  Management concurred with the 
finding and recommendation and outlined a plan of corrective action (see Appendix A). 
 

The recommendation in this report represents, in our judgment, that most likely to bring about 
beneficial improvement to the operations of the board.  The nature of the recommendation, its 
implementation cost, and its potential impact on the operations of the board should be considered 
in reaching decisions on courses of action.  The finding relating to the board’s compliance with 
applicable laws and regulations should be addressed immediately by management. 
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This report is intended solely for the information and use of the board and its management and is 
not intended to be, and should not be, used by anyone other than these specified parties.  Under 
Louisiana Revised Statute 24:513, this report is distributed by the Legislative Auditor as a public 
document. 
 

Respectfully submitted, 
 
 
 
Steve J. Theriot, CPA 
Legislative Auditor 
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Management’s Corrective Action 
Plan and Response to the 

Finding and Recommendation 
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